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COMPARATIVE HIGHLIGHTS 


Sales and other Revenue 
Net Income 


Earnings per average number of 


Common Shares Outstanding 
(1974 includes extraordinary gain of $.22) 


Dividends paid per Common Share A 
Dividends paid per Common Share B 
Cash Flow 
Cash Flow per Common Share 
Working Capital 
Ratio of Current Assets to 

Current Liabilities 
Fixed Assets, net of depreciation 


Common Shareholders’ Equity 


Valuation Day Price (December 22, 1971) 


Common Shares 


Preference Shares (51/2%) 


1974 


$90,068,509 
$ 330,821 


$ aS 


70.5¢ 
29,08 
$ 3,594,450 
$ 2.33 
$13,954,033 


1.67 
$33,931,127 
$19,943,801 


$9.50 
$3.25 


1973 


$89,409,285 
$ 3,815,687 


S 2.43 


47¢ 

39.9¢ 

$ 9,882,207 
$ 6.49 
$10,895,000 


1.62 
$28,483,572 
$20,140,494 
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REPORT OF DIRECTORS 


TO THE SHAREHOLDERS 


On behalf of the Board of Directors, | am 
pleased to submit the Annual Report of the 
Company, including the financial statements and 
the report of the Company’s auditors, for the fiscal 
year ended August 31st, 1974. 


SALES 


Your Company's sales and other revenue were 
a record $90,068,509 but only slightly higher than 
last year’s sales of $89,409,285. 


FINANCIAL RESULTS 


Net Profit for the year was $330,821, down 
substantially from last year’s profit of $3,815,687. 


Your Company actually showed a loss from its 
fishing operations. The profit came from investment 
income and the disposal of fixed assets. Investment 
income which is mostly the insurance underwriting 
and investment income of Bermudian companies 
shows a substantial increase over last year. During 
the year we sold our Montreal Wholesale Division 
and a fire destroyed the buildings of our live lobster 
operation and office at St. Andrews. 


Our fiscal year started off well and it looked at 
the beginning of the third quarter as though we were 
going to have a record year in sales, landings and 
profits. Earnings at the end of seven months were 
ahead of a year ago and while there were some 
signs of weakness in the market place, it was not a 
new experience for the fishing industry and we 
anticipated that it would take a few months to correct 
itself. Coupled with the weakness in the market, we 
witnessed a drastic fall-off in landings during the last 
five months. This was impossible to foresee. Many 
other situations developed in the latter part of the 
year which had an adverse effect on profits. 


There were two short wildcat strikes by some of 
our trawler fishermen followed by a lengthy, illegal 
strike at St. John’s, Newfoundland, again by our 
trawler fishermen. The trawler operation sustained a 
huge loss during this period. 


Demand and selling prices, principally in the 
United States Market, declined drastically. For 
example, the price of shrimp for processing went 
down by more than $1.00 per pound. 


The decline in demand in the United States, 
along with a continuation of high imports, particularly 
from Japan and Korea, resulted in a large increase in 
inventories. The high cost of carrying inventories, 
both storage charges and the unusually high interest 
rates, affected our earnings materially. 
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Lobster production dropped substantially. The 
Spring lobster operation showed a loss, whereas we 
normally have a profit during the Spring season. 


The price of fishmeal dropped over 50% during 
the latter part of the year. 


Our Perch Plant at Rockland, Maine, added to 
the losses. In fact, the decline in demand and price 
of perch became one of the most serious problems 
in the fishing industry on the continent. 


Costs during the twelve month period continued 
their steady rise. Our new Wage Agreements in 
common with those of other industries, were settled 
with record increases. Costs of all materials used in 
our operations increased substantially. Fuel, which 
is a major item, practically doubled in price. 
Increases on trawl gear averaged over 50%, on 
packaging they varied from 20% to over 100%. All 
these additional inflationary costs came at a time 
when it was impossible for them to be recovered. 


It is evident, therefore, that the disappointing 
results this year were not related to any one 
operation or segment of the business, but were due 
to acombination of many factors, most of which were 
difficult or impossible to control. 


CAPITAL EXPENDITURES AND 
|} DEPRECIATION 

Capital expenditures for the year were 
$6,193,621 net after Government grants; 


—— 


$1,187,073 was spent on additions to our Trawler 
Fleet and $5,006,548 on extensions and improve- 
ments to existing trawler and land based facilities, 
principally at Tampa, Lockeport and St. John’s, 
although improvements were made at all Plants. 


Depreciation of Fixed Assets amounted to 
$3,173,680 compared to $2,903,360 last year. 


FINANCIAL POSITION 


During the year 1,938 common shares were 
issued on the conversion of $34,000 of debentures. 


Working capital increased by $3,059,033 to 
$13,954,033. 


Additions to long term debt, in the form of 
trawler mortgages, amounted to $961,791. We also 
arranged a five year term loan of U.S. $10,000,000 
(Can. $9,853, 100) with The Royal Bank of Canada. 


After providing $1,911,704 for current install- 
ment repayments, long term indebtedness totalled 
$24,984,527. 


Item 8(a) in “Notes to Consolidated Financial 
Statements” refers to Income Taxes and is similar to 
the note on this subject that has appeared in our 
last four Annual Reports. There is nothing new to 
report on this matter and it is still under appeal. 


EARNINGS AND DIVIDENDS 


Common share earnings, after providing for 
preferred dividends, were 15¢ a share compared 
with $2.43 ashare last year. The financial statements 
do not reflect the enhancement in fully diluted 
earnings per common share, which would have 
resulted from an assumed conversion of debentures 
in 1974, because your Directors felt that it was not 
appropriate to reflect an enhancement in earnings 
upon a hypothetical conversion. The enhancement 
would be brought about by the fact that no interest 
would have been paid on the debentures if a 
conversion took place. Cash flow amounted to $2.33 
a share compared with $6.49 a share in 1973. 


Semi-annual dividends on the preference 
shares were paid in January and July at the rate of 
51/2% per annum. Common dividends of 70.5¢ a 
share were paid on the Class “A” common shares 
and 59.9¢ were paid on the Class “B” common 
shares. 


PROFIT SHARING FUND 


We regret that for the second time since the 
Employees’ Savings and Profit Sharing Fund came 
into existence, eleven years ago, the Company has 
not been able to make a contribution. According to 
the terms of the Fund, contributions can only be 
made from income from operations and as there was 
no income before the extraordinary income items, 
there was no contribution. 


While this is disappointing to all participants, 
most members are looking at the long term benefits 
and we continue to encourage participation as it will 
play an important part upon their retirement from the 
Company. 


HIGHLIGHTS 


In November of last year we sold our Wholesale} 
Division in Montreal. This business, which was never 
a large profit contributor, was the last of our 
wholesale operations, and it was felt that it was no 
longer a necessary part of the Company. Often we 
had found ourselves competing with our best 
customers. When the opportunity presented itself, 
we decided to sell. Our business in the Montreal 
area has not suffered as a result, and we continue to 
enjoy a good relationship with all of our distributors in 
this important growth market. 


In January we concluded an agreement to 
manage the operations of the fish plant and trawler 
fleet owned by the Newfoundland Government at 
Burgeo. The government, in consultation with your 
Company, is presently examining the possibilities of 
constructing a new plant at this location, replacing 
the existing plant which is old and outdated. If anew 
plant is constructed, it will be on our property and 
merged with our food herring and reduction plant. 


Landings during the year, after showing 
increases for the first seven months, declined 
substantially and as a result totalled 217,104,000 
los., compared with 241,598,000 Ibs., a year ago. 
This drop all occurred since April, because at the 
end of March, we were 9,000,000 Ibs. ahead of a 
year ago. 


This large decrease had a dramatic adverse 
effect on trawler operations, as well as on the 
overheads and productivity of our Groundfish 
Plants. 


Our United States operations took heavy 
inventory losses due to the slowdown in demand 
and high inventory buildup, that developed during 
the year. The Shrimp Industry was particularly hard 


hit as the most drastic drop in the market occurred in 


the higher priced seafood items. 


During the year construction was started on a 
new cold storage in Lockeport, which will be ready 
by late February. This addition will replace an old 
structure that was both inefficient and difficult to 
operate at proper temperatures. At Tampa, we have 
added approximately 50% to our Shrimp processing 
capacity by building a new extension to our Plant. 
We will not only gain additional volume, but also 
reduce our operating costs. 


The St. John’s operations, after getting off to an 
excellent start, were most disappointing. We 
encountered several difficulties in negotiating a 
contract with the shore workers. In July, along with 
most of the other major trawler operators in 
Newfoundland, we experienced a lengthly tieup of 
our trawlers, brought about by an illegal strike. While 
the trawlers are all back in operation, the basic 
issues are not finally resolved and the matter is now 
before aconciliation board. 


Your Company continually strives to operate in 
an economic and efficient manner. During this time 
of increasing costs we have made special efforts to 
find new economies and efficiencies, and a special 
task force was formed for this purpose. This group, 
working in conjunction with the Managers of various 
sectors, have identified a number of opportunities 
which should assist your Company to return to a 
profitable operating position. 


TRAWLER PROGRAM 


During the year two new trawlers of the latest 
Fox Class joined our Fleet and in the autumn of 1975, 
we will be taking delivery of two additional trawlers. 
This will then complete our current building and 
replacement program. During the past year, we also 
retired three of our oldest trawlers. 


For over a year, we have been developing plans 
for a new freezer-trawler, designed principally for 
fishing the North West Atlantic from the 
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Greenland/Labrador fishery to some of the areas not 
presently fished by Canadians in the more southern 
waters. Due to the high cost of ship construction and 
the necessity to curb capital expenditures, construc- 
tion has been deferred until industry conditions 
improve. 


INDUSTRIAL RELATIONS 


In the past fiscal year Industrial Relations have 
been good, except in Newfoundland. The major 
Collective Agreement with plant employees in our 
five Nova Scotia Groundfish Plants was successfully 
concluded, without a work stoppage. Relatively high 
settlements in this Agreement, as well as other 
Industrial Agreements, resulted in reopening exist- 
ing contracts, in return for extensions of time at 
Pictou, St. Andrews, Summerside and Shippegan. 


During the year a two year Collective Agree- 
ment was successfully concluded with the Scallop 
Fishermen. 


The Rockland, Maine Division contracts ter- 
minating in November, 1975 were signed with both 
the plant workers and the fishermen. 


In an endeavour to avoid the continuation of 
wildcat strikes, at our St. John’s plant, we offered to 
reopen and extend the contract expiring June 30, 
1974. When, however, this proved impossible a new 
18 month contract was finally negotiated. 


While the Contract with the Newfoundland 
trawler fishermen does not expire until January 
1975, it was ignored by the fishermen in July, when 
the Union decided to extend its Inshore Fishermen's 
dispute with another Company into a struggle on 
philosophic grounds with trawler owners. Legal 
action has been taken and after a two month illegal 
strike, a Conciliation Board is trying to settle the 
dispute on an industry wide basis. This Fishermen’s 
dispute also spilled over into Burgeo, where earlier 
in the year, the Burgeo Plant Workers and 
Fishermen's Agreements had been concluded in an 
amiable manner. 


THE RESOURCE 


While no Agreements were concluded at the 
Law of the Sea Conference, held in Caracas this past 
summer, important strides were, nevertheless, 
made and Canada’s position received a general 
degree of acceptance. A further Conference will be 
held in Geneva next Spring, and hopefully, a treaty 
on the Law of the Sea will be reached later in the 
year. 


We continue to urge our Government to take a 
stronger position on international fishery matters and 
put into effect actual Management practices, even 
on avoluntary basis, as it could well be several years 
before all countries reach international agreement. 


In the meantime, stricter Management and Conser- 
vation measures are necessary if we are to have a 
continuing economic fishery off the East Coast. 


DIRECTORS 


Mr. H. D. Pyke, a director since 1962, has 
expressed his intention not to offer for re-election to 
the Board at the annual meeting in December 1974. 
His fellow directors will miss his wise counsel and his 
keen interest in the affairs of the Board. We are 
pleased to report, however, that he is remaining as 
an executive of the Company where his long 
experience and special expertise in the field of 
international fishery affairs and production and 
quality control matters, will continue to be of special 
value to the Company. 


APPRECIATION 


The Board of Directors would like to express the 
appreciation of the Shareholders to all of our 
employees and fishermen, for the valuable contribu- 
tion they have made during this past year, which 
must be considered a most difficult one. The loyalty 
and dedication of our people is very much 
appreciated and must be considered one of our 
greatest assets. With the continuation of this support 
we feel the Company can, and will, meet the 
challenges of the future. 


OUTL aes a 


In the short term, with the likelihood of 


' continuing low landings for the first quarter, and only 


a modest recovery in the demand for fishery 
products, It is difficult to be optimistic. We believe, 
however, an improvement will take place in the 
second quarter, and if more normal landings take 
place, we should return to a profitable position. 
Inflation is a cause for deep concern and must be 
brought back to a more reasonable level before one 


\ can be confident about the future. 


n the long term, the future for the East Coast — 
fishing industry looks bright. Everything points to a 
shortage of protein in the world for years to come. 
After the finalization of the Law of the Sea 
Conference, Canada is expected to be given a 
much larger share of the catch of one of the largest 
and potentially rich fishing grounds in the world. As 
one of the leading companies on the Atlantic East 
Coast we will endeavour to take advantage of every 
opportunity. 


On behalf of the Board of Directors, 


VA KG 


W. O. Morrow 
Halifax, N.S. President 


November 5, 1974 


NATIONAL SEA PRODUCTS LIMITED 


and its subsidiary companies 


Statements of Consolidated Income and Retained Earnings 
for the year ended August 31, 1974 


(with comparative figures for the year ended August 31, 1973) 


1974 1973 
STATEMENT Net sales $90,068,509 $89,409,285 
OF INCOME _ Costofsales 78,161,921 71,321,082 
11,906,588 18,088,253 
Selling, general and administrative expenses 8,024,292 6,737,418 
Income from operations before the following 3,882,296 TA 350835 
Add: K 
Investment income 405,432 277,089 
4,287,728 11,627,924 
Deduct: 
Interest on long-term debt 1,238,581 OSdeo7 6 
Contribution to Employees’ Savings 
and Profit Sharing Retirement Fund — 769,299 
Provision for depreciation 3,173,680 2,903,360 
4,412,261 4,704,237 
Income (loss) before income taxes (124,533) 6,923,687 
Recovery of (provision for) income taxes 
(notes 6 and 8) 122,000 (3, 108,000) 
Income (loss) before extraordinary item (2,533) 3,010,007 
Extraordinary gain on disposal of fixed assets, 
net of income taxes of $43,000 333,354 —%X 
Net income for the year (note 8) $ 330,821 $b 63,5,10,687 
Earnings per common share: 
Income (loss) before extraordinary item $(.07) $2.43 
Net income for the year oa.15 $2.43 
Fully diluted earnings per common share: 
Income (loss) before extraordinary item $(.07) $2.28 
Net income for the year SS $2.28 
RETAINED Balance, beginning of year $14,190,563 Gie260- 727 
EARNINGS Add net income for the year 330,821 3,615,687 
14,521,384 15,076,414 
Dividends: 
Preference 106,118 184,129 
Common 1,053,701 TOV tee 
1,159,819 885,851 
Balance, end of year $13,361,565 $14,190,563 


See accompanying notes to financial statements 


ASSETS 


Current: 

Cash 

Accounts receivable - trade 

Accounts receivable - fishermen, 
government grants and other 

Income taxes recoverable 

Inventories of marketable products 
and supplies 

Prepaid expenses 


Total current assets 
Fixed (note 2) 


Other: 
Investments in shares (note 3) 
Sundry investments, government 
grants receivable and goodwill 


On behalf of the Board: 
H.P. Connor, Director 
W. O. Morrow, Director 


1974 


$ 277,008 
7,593,144 


3,693,595 
379,169 


22,227,483 
629,479 


34,799,878 
33,931,127 


3,060,208 


1,399,720 


4,459,928 


$73,190,933 


NATIONAL SEA P 


(Incorporated under the law: 
and its subsii 
Consolidate 


Augus 
(with comparative fig 


1973 


$ 547,697 
8,755,211 


1,900,802 


16,795,536 
535,010 


28,534,256 
28,483,572 


2,956,018 


1,318,626 


4,274,644 


$61,292,472 


See accompanying nc 


MOUCTS LIMITED 


he Province of Nova Scotia) 
‘companies 


lance Sheet 


1974 
at August 31, 1973) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current: 
Bank indebtedness 
Notes payable 
Accounts payable and accrued charges 
Income taxes payable 
Instalments on long-term debt due 
within one year 


Total current liabilities 
Long-term debt (notes 4 and 5) 
Deferred income taxes (note 8) 


Shareholders’ equity (note 5): 
Capital - 
385,875 Preference shares 
1,495,231 Common shares 


Contributed surplus 
Retained earnings (note 8) 


Total shareholders’ equity 


p financial statements 


1974 


$10,694,002 
282,000 
7,181,447 
776,692 


1,911,704 


20,845,845 


24,984,527 


5,487,385 


15929°375 
4,846,201 


6,775,576 
1,736,035 
13,361,565 


21,873,176 


$73,190,933 


1973 


$ 7,308,183 
300,000 
8,195,236 
187,633 


1,648,204 


17,659,256 
Ue Rone ha WMS 
6,064,170 


OZ oho 
4,812,201 


6,741,576 
Vis 5730 
14,190,563 


22,069,869 


$61,292,472 


NATIONAL SEA PRODUCTS LIMITED 


and its subsidiary companies 


Statement of Changes in Consolidated Financial Position 
for the year ended August 31, 1974 


(with comparative figures for the year ended August 31, 1973) 


1974 1973 
SOURCE Net income for the year $ 330,821 $ 3,615,687 
OF FUNDS Add charges not represented by cash 
outlay during the year — 
Depreciation 3,173,680 2,903,360 
St. John’s pre-production costs — 348,048 
Portion of tax provision applicable 
to future years 89,949 2, OvOnie 
Total funds provided from operations 
and extraordinary item 3,594,450 9,882,207 
Increase in long-term debt 
(other than mortgages) 9,853,100 — 
Increase in mortgages 961,791 4,024,433 
Disposal of fixed assets 146,354 1,435,796 
Issue of common shares 34,000 — 
Issue of subordinated preference shares — 35,520 
Total funds provided 14,589,695 15,377,956 
APPLICATION Onconsolidation of effectively 
OF FUNDS controlled company (note 3) — 
Fixed assets 2,019,908 
Less: 
Long-term debt (excluding Current 
portion of $254,246) 776,917 
Contributed surplus arising on 
government grant 598,305 
Reduction in investment in shares 362,939 
1,738,161 
Net reduction in working capital 835,807 — 
Additions to fixed assets (net of 
government grants, $456,000; 
1973, $526,240) 6,193,621 7,666,572 
Instalments on long-term debt due 
within one year 1,657,458 1,648,204 
Debentures purchased for future 
sinking fund payments 435,000 a 
Dividends paid 1,159,819 885,851 
Prior years income taxes (note 8) 666,734 728,802 
Increase in other assets 54987223 540,736 
Debentures converted to common shares 34,000 a 
Preference shares redeemed — 974,454 
Total funds applied 112580,662 12,444 619 
Increase in working capital 3,059,033 2933300 
Working capital, beginning of year 10,895,000 7,961,663 
Working capital, end of year $13,954,033 $10,895,000 


See accompanying notes to financial statements 


NATIONAL SEA PRODUCTS LIMITED 


and its subsidiary companies 
Notes to Consolidated Financial Statements 


August 31, 1974 


le Summary of significant accounting policies 
(a) Basis of consolidation 
The accompanying financial statements consolidate the accounts of the Company and all its subsidiaries. 


(b) Exchange translation 
The financial statements of foreign subsidiaries have been translated into Canadian dollars as follows: current assets and current 
liabilities at exchange rates prevailing at the end of the year; non-current assets, long-term debt and depreciation provisions on the 
basis of rates in effect at the date of acquisition; income and expenses (other than depreciation provisions) at average exchange 
rates prevailing during the year. 


(c) Inventory valuation 
Inventories are valued at the lower of cost and net realizable value with cost determined principally on a first-in first-out basis. 


(d) Fixed assets 
Fixed assets are carried at cost. Depreciation of fixed assets is provided on the straight-line basis at the following rates: 


Brick:buildings tere steer sors cela een 4% 

Wooden buildings and wharves............. 5% 

Machinery andequipment ................. 5% and 10% 

ImaWICTSPemeem is seccmeree seers centre parce 8% for 5 years and 
6% for next 10 years 

LOUISE autcccosdincko tae cre Deere Biase Soe eercae ume ae 10% and 25% 


(e) Investments in shares 
These investments represent companies in which National Sea Products Limited has a substantial interest and are carried at 
National’s equity in their net assets; current income is recognized on the basis of National's share of their net earnings. 


(f) Goodwill 
Goodwill arising from the acquisition of a business is recorded at cost and is being written off on the straight-line basis at a rate of 
10% per annum. The unamortized balance is $196,831 as at August 31, 1974. 


2. Fixed assets 
Major categories of fixed assets are: 


1974 1973 
LE CUING etn terrae Pease cee G A ten cnet ti cae Ae EN hcg Bree ae tn dieat te OFA REE Fe erate wap $ 1,143,276 $ 680,169 
BuldinGSawhahvess mach ime hy -cllG OU lames yekerea raise got eere rena ete wey rel een acer tersene tetera itei- 34,027,899 28,234,529 
TRUGERAEL ES cin cs See SRD cea ek ea OC ae RR 18 os ote a ree Ry eae oe eee 25,116,884 23,402,564 


60,288,059 52,317,262 


Less accumulated depreciation: 
Buildingsawhanvessmachinenviand othenmeansermee err decease creer eines esi ae 16,339,170 14,745,041 
TECHIES eee Beet cas Ste. Bee eet Ge cist cat 6 rs i iS re RIA 10,729,460 9,088,649 


27,068,630 23,833,690 


33,219,429 28,483,572 
NLAWIErSIUNGERCONSINUCTI ONE eetor ae ate Re rie cron ects ee tien stair eons sacl 711,698 — 


$33,931,127 $28,483,572 


3. Investments in shares 
(a) The net assets of these companies include a claim receivable of approximately $200,000 which the directors of the subject company, 
supported by advice of legal counsel, are of the opinion will be successfully sustained. 


(b) As at August 31, 1974 the Company consolidated the accounts of an effectively controlled company which holds certain fixed assets 
used in consolidated operations. 


4. Long-term debt 
Particulars of long-term debt are: 


Secured — 1974 1973 
First Mortgage and Collateral Trust Serial Bonds: 
EMIS eR erty ORI Mile ei ASIC Na i tg 2 Se ates ee Bale a rear a ee rachce Sev a Ore tegen $ = $ 100,000 
BOW aOCHIOS Ax GUONO7 0-10 0 weaiar tte er toe ht Soars eee ine Ahm Peace eoch shane a 500,000 500,000 
Mie MOCIOS | COUR OT ONS (iar etree ain) a tinige hs ee ade hein vies Manraibiel <a svazens Shoes 1,300,000 1,600,000 


1,800,000 2,200,000 


Trawler mortgage loans: 


Qt 15%, AUC1974 esis Shite nh yeie-o ana eC er Cre eae — 4,110 
OM i709 [Cs BOY Cau eee Re seen CS ah ten NS Ooh aR Gaede CaaS e & — 35,628 
41/5%. due 1975 f8es .geaces Os Re Pein eeiteioncio ere mene Cee ea ee 1,976 5,928 
4\/2% duesemi-annually tol 97 Geer erase cts reesei ee eer ear ra ee 19,446 30,446 
51/o% due semi-annually:to 1976". = seers sd ydese oa cracies oa) amie telaleye orate cesy ors 24,111 = 
5'/2% due semi-annually to9782 serene setae ciacrs oie eels ka nen meer nee rie 255,165 315,354 
4% due annually to 1978 secs ez new as Seiten hee he eee eee 83,784 104,984 
51/5% duesemi-annually'to: 1979) cree cece elena senate ava nets ate aetna acre er reins 340,027 412,461 
51/o% due semi-annually to 1980) ise .g ore ccsccarerg)< cates @ once steven evanescent ee eae 183,527 PAT of hos 
6% due monthly to 1980 acer Ryn aie ae es ete ng arcuate eee: sce ge eer RR 24,197 27,690 
5'/5%. due semi-annually totQ6i) See cenyce es conan nee eee reece 158,337 181,813 
61/2% due’semi-annuallyiton 98h 4e5 sae cia cle craueie cuaetaie sacred ce kere creer amen 42,128 48,146 
5"/o% due semisannually ton 962: sep creer cm cast scsnictrire cuca terry cin: pave errno 128,767 144,832 
61/2% due semi-annually to 1983 <: o. ccodin «cts cee re slowest ne ate ee ee eee pers 2,076,884 2,295,342 
9% due:semi-annually tod 989 se 3. cae ohn ce eee eats tere er eteaeten senna roreee ee 1,062,705 1,099,350 
8°/a% due'semi-annually to 1991 sce ae aes wetyanctre atria ioe eer ant ane re aes eee 4,562,425 4,423,730 
9% due semi-annually 104.9945 eer natant gates alae Asia ataler seers anaes eee tere 548,112 — 

9,511,591 9,347,567 

Other: 


xBank indebtedness bearing interest at 1'/2% above 
the base bank lending rate for U.S. dollars 

in Canada, due $10,000,000 U.S. 1976 

to 1980, secured by a floating charge 


on:the: Company's‘assetsssqreseanteey eon seta esta cto ora Si EEStor rere eI 9,853,100 _ 
6% first mortgageibonds:Gued O74 eee rari etter eee cr eeieniee oc enn eee 5,000 25,000 
3%:mongage due'annuallystosi97Gerecssee cee eee nee nc ene eee 95,455 143,182 
6%eimorntgage due semi-annuallytomiO7G eerste ert aerenrteter renee retin tere pear-a eens eae ae 160,000 240,000 
8l/b5omongage due SemizanmuallyitO OSA ier erty eecrep ee eye rees nee eae nee ene 1,088,244 1,155,163 
Sryomorntgageiduetsemi-annuallVitOn OG Sve yc eer ner tre ea ee 1,367,500 1,462,500 
Mortgage due annually to 1977 bearing interest at 1'/2% above bank prime 
lONGING Tate se ck glen ney cas PeeRA ETS no esc tnrn ORER Rn OOO Taner eC Caer ener 800,000 — 
Waloyomongage duerannuallytoniQO6 mvaceter in eateries er eet treet 231,163 == 
13,600,462 3,025,845 
Unsecured — 
*63/4% Convertible Subordinated Sinking Fund Debentures Series “A” due 1981 ..... 2,360,000 2,469,000 
bf S¥ShSH(0 5} oX=1 ah CU CEH ateylelhColPet ial MinlelteWiel cos sorcooundrysusgseuoayadouseboveacoonos 435,000 — 
1,925,000 2,469,000 
Term bank loan bearing interest at 11/2% above U.S. bank prime lending 
rate due:$60,000.U.S. annually to1975.ec cee errr 59,178 124,969 
1,984,178 2,593,969 
26,896,231 17,167,381 
Less instalments due within one year included in current liabilities .................... 1,911,704 1,648,204 
$24,984,527 $15,519,177 


*On August 31, 1973, the bond and debenture holders agreed that certain covenants relating to incurring additional long-term debt would be made 
less restrictive in consideration for a '/2% increase in the interest rates on the bonds and debentures effective September 15, 1973. The 
above listed interest rates reflect this increase. . 


*On September 30, 1974 arrangements were concluded with the Company's bankers to refinance current bank indebtedness on a term basis 
as reflected above. 


Principal and sinking fund payments required in each of the next five fiscal years: 


1975 $1,900,000 
1976 2,800,000 
USAT 3,300,000 
1978 2,500,000 


1979 1,900,000 


Sy 


Shareholders’ equity 
(a) Details of share capital are: 


Issued and Outstanding 
Authorized August 31, 1974 August 31, 1973 
Shares Shares $ Shares $ 
5'/2% Class C cumulative redeemable con- 
vertible preference shares of the par value of 
$5 each, redeemable atpar............... 600,000 342,890 $1,714,450 343,440 $1,717,200 


51/2% Class D cumulative redeemable con- 
vertible preference shares of the par value of 
$5 each, redeemable atpar............... 400,000 42,985 214,925 42,435 PAA TAS 
Subordinated redeemable preference shares 
of the par value of $1 each, redeemable at par 
(authorized at August 31, 1973: 2,000,000 


SMES) Ee Ris ee ite et Re Rae ee re 1,025,546 = = = == 
Class A convertible common shares without 

RomnalonnanValuicurmsn teste ern ee 3,000,000 1,324,092 4,291,311 1,262,193 4,067,471 
Class B convertible common shares without 

Hominallonnpar: ValUCrcciss canoe. os - 3,000,000 171,139 554,890 231,100 744,730 


$6,775,576 $6,741,576 


The Class A and Class B convertible common shares are inter-convertible at the option of the shareholder on a one-for-one basis and 
rank equally with respect to dividends and in all other respects. Similarly, the Class C and Class D convertible preference shares are 
inter-convertible at the option of the shareholder on a one-for-one basis and rank equally with respect to dividends and in all other 
respects. Provision is made whereby dividends on the Class B convertible common and Class D convertible preference shares may be 
paid in the form of tax deferred dividends; in this event, the conditions attaching to the Class B convertible common and Class D 
convertible preference shares provide that a suitable deduction from the dividends be made for taxes, if any, payable by the Company 
with respect to such dividends. 


(b) Conversion privileges 
Each $1,000 principal amount of 63/4% Convertible Subordinated Sinking Fund Debentures Series “A” due 1981 is convertible into 57 
common shares of the Company up to March 15, 1976. 


(c) Changes in issued capital during the year 
1,938 common shares issued upon the conversion of $34,000 of debentures. 


(d) Trust Deed restrictions 
The Trust Deed securing the First Mortgage and Collateral Trust Serial Bonds and the Trust Indenture securing the 69/4% Convertible 
Subordinated Sinking Fund Debentures Series “A” contain certain restrictions including, among others, restrictions as to payment of 
dividends, reduction of capital, and retirement of subordinated debentures in the event of consolidated working capital (without 
deducting the portion of long-term debt due within one year) being less than $6,000,000 or consolidated retained earnings being less 
than $4,400,000. 


Income taxes 
Losses of U.S. subsidiaries are carried forward in the amount of $557,000 to be applied to future income in computing the provision for 
income taxes. The resulting reduction in the provision for income taxes has not been reflected in these consolidated financial statements. 


Commitments 
(a) Rentals aggregating approximately $250,000 per annum through 1993 are payable under long-term leases for facilities in Lunenburg. 


(b) The Company has approved an Executive and Management Pension Plan for personnel designated by the Company and will introduce 
the plan upon approval by the Department of National Revenue. Estimated past service costs of $425,000 will be funded and amortized 
by the Company in equal annual amounts over the next fifteen years. 


(c) The Company has several forward exchange contracts for the sale, in the aggregate, of $2,300,000 U.S. for $2,216,190 Canadian. 


Contingencies 

(a) As noted in previous years, the Department of National Revenue has issued notices of reassessment for the period 1966 to 1971 
inclusive. During the 1974 fiscal year the Department also issued a notice of reassessment for the year 1972. The Company's 
professional advisors are of the opinion that the reassessments should be appealed and that no provision for additional income taxes is 
necessary in the financial statements. Accordingly, the Company has filed appeals in the Federal Court of Canada in respect to 1966 to 
1969 and Notices of Objection relative to 1970, 1971 and 1972 and has not made a provision for income taxes relative thereto. 


If each of the various principles on which the reassessments are based was to be upheld in its entirety, the effect would be to increase the 
provision for income taxes and to reduce net income by approximately $400, 000 for 1 1974, $400,0 000 for 1973, $400,000 for 1972, 
$400,000 for WBS ee 000 for 1970 and $2,400, 000 fc for prior years. ae 


ae 
—__. 


becoming available from future capital expenditures. _ 


(b) Guarantees by the Company of indebtedness of suppliers (including fishermen’s notes and mortgages) amount to approximately 
$319,000. 


9. Statutory information 
Remuneration of Directors and senior officers was $343,000 (1973-$326,000). 


AUDITORS’ REPORT 


To the Shareholders of 
National Sea Products Limited: 


We have examined the consolidated balance sheet of National Sea Products Limited and its subsidiary companies as at 
August 31, 1974 and the statements of consolidated income and retained earnings and changes in financial position for the year 
then ended. Our examination included a general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In Our opinion, subject to successful appeal from the reassessments of income tax described in note 8 to the financial 
statements, these consolidated financial statements present fairly the financial position of the companies as at August 31, 1974 


and the results of their operations and changes in their financial position for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


Clarkson: Gordon Go 
Chatillon 


Halifax, Canada 
October 15, 1974 


NATIONAL SEA PRODUCTS LIMITED 


and its subsidiary companies 
Comparative Financial Information for 1970-74 


(all amounts are expressed in thousands, except as indicated +) 


1973 1972 1971 1970 
Working Capital $ 10,895 7,962 10,513 8,314 
Plant, Equipment, Trawlers and other 
Fixed Assets after Depreciation $ 28,484 25,504 19,899 18,093 
Total Assets $i 61,292 54,779 48,188 42,095 
Accumulated Deferred Income Taxes $a 6,064 3,978 2,979 2,392 
Long Term Debt $ 152519 13,143 12.220 11,099 
Shareholders’ Equity: 
Preference Shares $ 1,929 1,929 1,929 1,929 
Second Preference Shares $ — — a 169 
Subordinated Preference Shares $ — 939 — — 
Common Shares $ 4,812 4,812 4,812 2,729 
Contributed Surplus $. 1,138 1,138 1,071 969 
*Retained Earnings $ 14,191 11,261 10,226 9,195 
Total Shareholders’ Equity $ 22,070 20,079 18,038 14,991 
Additions to Plant, Equipment, Trawlers 
and other Fixed Assets during the year $ 7,667 (ete Ss 3,739 2,201 
Fish Landings (Ibs) 242,000 196,000 192,000 186,000 
Herring Purchased for Reduction (Ibs) : 17,000 52,000 98,000 143,000 
Net Sales $ 89,409 69,319 63;363 64,950 
Depreciation $3 2,903 2,046 1,871 1,879 
Income Taxes $ 3,108 983 718 a Oh Ns 
*Net Income $ 3,816 1,804 1,678 1,866 
Dividends on Preference Shares $ 184 Avticl ati2 194 
Dividends on Common Shares $ 702 657 S30 395 
*Earnings Retained in Business . 
for Expansion $e 2,930 1,035 1,031 1,278 
“Earnings per average number of Common 
Shares Outstanding + $2.43 Siar $1.19 $1.40 
Common Dividends paid per share — : 
Class A + 47c 44c 42c 33¢ 
Common Dividends paid per share — 
Class B +5 39.9c —- — — 
“Earnings as a Percentage of Sales + 4.3% 2.6% 2.6% 2.9% 
Cash Flow per average number of Common 
Shares Outstanding +. $6.49 $3.17 $3.04 $3.61 
Number of Common Shares-Outstanding >. 
at Year End +1,495,231 1,493,293 1,493,293 1,493,293 1,196,143 


“includes extraordinary gain of $.22 per Common Share. 


“1970 does not reflect the change adopted in 1972 for the equity method of accounting for investment income. 


yr" » 
National Sea Products Limited 


